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Lessons learnt from
Buffett and Soros
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JonathanShapiro

KirilSokoloffhasmadeacareeroutof
gettingthebigcalls right.Andhe’s
learnt fromtheworld’sbest investors
tohavethecourageofhisconvictions.
‘‘Agoodinvestorshouldget toknow

whatone isgoodat,andconcentrateon
asinglepurpose,’’ Sokoloff tellsThe
AustralianFinancialReview from
London,wherehe isbased.That
approach,hesays,wasgleanedfrom
WarrenBuffett.
ItwasGeorgeSoroswhotaughthim

togoall in ifhebelieveshe isright.He
recallshowSoros,whowas insemi-
retirement,managedtogeneratebetter
returns thanhispartnerStan
Druckenmiller, eventhough
Druckenmillerwastheonecomingup
withthetrades.
Thereason? ‘‘GeorgeSoroswasgood

atsizinghisbets.’’
Sokoloffhascementedareputation

forbeingtimelyandaccurate inhis
50-yearcareer.Hebeganasan
uninspiredcommercialbankerwho
trackedwhat theworld’sbest investors
weredoing in thehopehecould
becomeone.Hetrawledthroughthe
quarterlyfilingswhere investment
managersdisclose theirmajor
holdings.
TheseSchedule 13-Ddocuments

helpedhimidentifyUSstocks trading
ata fractionof theirbreak-upvalue.
Sokoloffbeganrecommending
takeover targetsandone-by-onethey
weresnappedup.
That’swhyhisfirm,officially

foundedin1983, isnamed13-D
Research. Itprovides insights to
institutional investorsandsomeof the
world’s toptraders.
Today, ithas threebigcalls:goldwill

outperformtheS&P500andglobal
sharemarkets; theshift towardshard

assetswillaccelerate; andChinawillbe
thebest-performingsharemarket.
Chinesestockshave ‘‘runoutofsellers’’,
Sokoloff says.
That isreflectedbyanasset

allocationofone-third ingold, silver
andminingstocks,one-quarter in
commoditiesandrelatedsectors, 18per
cent inChinesestocksand10percent
inbitcoin.
Sokoloffhasbattledhearing issues

sincehewasa teenager.Buthecredits
thisafflictionwith turninghimintoa
voraciousreaderandsharpeninghis
intuition.
Hisbreakthroughcamein1977

whenRepublicancongressmanJack
Kempcrusadedtocut taxesand
deregulate theeconomy.Sokoloffwas
convinceditwouldhavetheeffectof
unleashingabullmarket inequities.
Thesamewent forbonds. In1983,he

co-authoredabookwithGaryShilling,
Is InflationEnding?AreYouReady?
Muchofwhathewrote then,hesays,
stillholds true.
Hisnextbigcall camein1989. In the

aftermathof theTiananmenSquare
massacre,Chinawasapariahand
investorshadallbutabandonedthe
region.HongKongstocksweretrading
atsix timesearningsandyielding5per
cent.
Thebuysignal,hesays,camewhen

Chinese leaderDengXiaopingwas
reportedtohavesaid ‘‘togetrich is
glorious’’.Thoughthere issome
conjecturewhetherhedidsaythat, the
early 1990smarkedthebeginningof
China’seconomicascendancy.
SokoloffmovedtoHongKongtoset

upanAsia-focusedhedgefund,madea
lotofmoneyveryquickly,andin1994
shutupshopfearing itwasallmoving
toofast.
Hisbig insightof theearly2000s,

living intheUSinthewakeof the

dotcombust,was thatwhile theworld
was inaneconomicrecession,
commoditypriceswereactuallygoing
up. ‘‘Thatshouldnothappen,’’hesays.
ThedrivingforcewasChina,and
Sokoloffpiled intogoldatabout
$US250anounceandoilatabout$U30
abarrel.
Perhapshismost importantcall

arrived inSeptember2020whenabout
$US20trillionofgovernmentbonds
tradedwith interest ratesbelowzero. It
seemedlike theendof interest rates.
Payinggovernments toborrow

moneywaspeakabsurdity,hesays.
Bondswereasriskyas theyhadever
been.Sokoloffdeferred to thetheoryof
his late friendSidneyHomer,whohad
publishedAHistoryof InterestRates in
1965.Homer,whodied in1983,
believedhistorywas inflationaryand
periodsofdeflationwereananomaly.
So,whatdoesSokoloffmakeof

economistLarrySummers’ theoryof
secularstagnation,whichholds that
technologyandinnovationwill lower
costsandkeepprices incheck?
Yes, technology isdeflationary,

Sokoloffagrees.But that isnotenough
tooffset the inflationary forces
unleashedbyfiscaldeficits,
demographics,entitlementsand
shortagesof labourandcommodities.

Thatrealisationhasprofound
implications.Oneis that thestandard
60:40assetallocationofstocksand
bondswill loserelevance.Another is
that theconsumer isnolongerking: the
producer is.This iswhyheisbullishon
realassetsandnatural resources.
‘‘Australiahasa lotofminingassets,

so it’sverybullish forAustralia,’’he
says.
Goldhasbeenafavouriteof 13-D

Research,guidedby thebelief thatUS
sanctionsonRussia forcedcentral
bankstoreconsiderreserveassetsheld
inUSdollars.DonaldTrump’s tariffs
will reducetheglobalsupplyofdollars,
meaningcentralbanksholdmoregold.
Sokoloff isanenthusiastic investor

ofASX-listedgoldminerSouthern
CrossGold.AtaUBSconferencehe
described itas ‘‘therichestminer inthe
world’’.
‘‘Themoreweexplore inthisdeposit,

andthedeeperwego, themoregoldwe
find,’’hesays.
SouthernCrossalsohasdepositsof

antinomy,amineral that isusedto
hardenmetalsand isvital in the
constructionofweapons.
Theworld isnowamultipolarand

highly transactionalplace,Sokoloff
says,mostlybecauseofTrump’s
agenda.But it’snotagiventhat theUS

isbetteroffcompetingwiththerestof
theworldrather thanoverseeinga
globalisedorder.
Whatworrieshimis theemergence

of the ‘‘allianceof theaggrieved’’
spearheadedbyRussiaandChina.
AmoreaggressiveUScouldbring

themcloser togetherandcouldforce
theEuropeanUniontotakebolder
measures toreformandgear itself for
economicgrowth,hesays.
‘‘Trump’spolicieswillfinally force

theEuropeanstounify theirbanking
andmarketstructures,’’hepredicts.
Sokoloff isaclose friendofsomeof

Trump’skeyhires.Formerhedgefund
managerScottBessent,whoworked
underDruckenmillerandSoros,willbe
thenext treasurysecretary.US
governmentbondyields fellonthe
newsinthehopehewillbea
conventionalappointment.
‘‘Bessent isastudentofeconomic

history.Heknowswhat todoandwill
putabrakeontheexcesses.’’
ButSokoloff isbattlingtoworkout

justhowdominant theUScanbe. It
alreadyaccounts for70percentof the
globalsharemarket’svalue.
Howmuchbiggercan itget? Is the

restof theworldhappyto feedtheUS
corporategiants fornothing inreturn?
Sokoloffdoesn’thave theansweryet.
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This veteran has been callingmarket turning points for half
a century. Here are three of his current picks.
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GautamAdani says groupemerges strongerafter eachattack
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Hedge funds
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Adani Group
chairman
Gautam Adani
in Jaipur on
Saturday
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Indian billionaire Gautam Adani
struckacombative tone inhisfirstpub-
lic remarks since US prosecutors
indicted him in a $250 million
($384million) bribery scheme, saying
‘‘every attack’’ makes his conglomerate
stronger.
In his first public appearance since

the indictment became public on
November 21, Asia’s second-richest
man said no one in his conglomerate
faced US charges under the Foreign
Corrupt Practices Act or conspiracy to
obstruct justice, and that he was work-
ing through the legal process ‘‘to recon-
firm our absolute commitment to
world-class regulatory compliance’’.
‘‘This is not the first time we have

faced such challenges,’’ Mr Adani said
in prepared remarks to a jewellery
award ceremony in Jaipur, India, on

Saturday. ‘‘What I can tell you is that
every attack makes us stronger and
every obstacle becomes a stepping
stone for a more resilient Adani
Group.’’
The indictment has roiled Adani

stocks, promptedAdaniGreen to scrap
a $US600 million ($920 million) bond

andtriggeredaquery fromIndia’smar-
ket regulator. USprosecutors allegeMr
Adani and associates lied to US
investors about their anti-bribery prac-
tices while promising more than
$US250million in bribes to Indian offi-
cials towin solar energy contracts.
Adani company executives are

chargedwith three fraud counts. Other
defendants are charged with violating
the FCPA, which bars US-linked entit-
ies frombribing foreign officials.
Mr Adani on Saturday blamed ‘‘a lot

of the vested reporting’’ for spreading
‘‘negativity’’ about the nature of the US
charges.AdaniGrouphasdeniedalleg-
ations of misconduct by its executives
and said itwould defend itself in court.
He also cited a ‘‘short-selling attack

initiated fromabroad’’ –areferencetoa
Hindenburg Research report in Janu-
ary 2023 – which alleged wide-ranging
corporate fraud, causing a plunge in its
companies’ shares. The Adani Group
denied anywrongdoing.
The challenges ‘‘have made us

tougher’’, Mr Adani said in his pre-
pared remarks.
The Indian government has dis-

tanced itself from the controversy and
said the two countries did not discuss
thematter.
‘‘We see this as a legal matter

involving private firms and individuals
and theUSDepartmentof Justice,’’ said
Randhir Jaiswal, a spokesperson for
India’s External Affairs Ministry, on
Friday.
‘‘We have not been informed in

advance on the issue.We have not had
any conversation also on this particu-
larmatterwith theUS government.’’
He added that any requests by a for-

eign government for service of sum-
mons or an arrestwarrant are a part of
mutual legal assistance that are
examined on theirmerits.
‘‘We have not received any request

on this case from the US side,’’ Mr
Jaiswal said.
Adani Green said on Wednesday it

faced yet-to-be determined monetary
penalties under a civil complaint.
The group said separately that it

sufferedanerosionofnearly $US55bil-
lion in market value across 11 listed
companies after theUS indictment.
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